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Patent Pool Basics 



What are Patent Pools? 

 USPTO considers patent pools as : 

 an agreement between two or more patent owners to license one or more of 

their patents to one another or third parties 

 the aggregation of intellectual property rights which are the subject of cross-

licensing, whether they are transferred directly by patentee to licensee or 

through some medium, such as a joint venture, set up specifically to 

administer the patent pool 
“Patent Pools: A solution to the problem of access in biotechnology patents?” United States Patent and Trademark Office, 2000 

 



How do Patent Pools Work? 

 Key patents in technology held by different parties 

 Patent holders agree to contribute patents into pool 

 Bundling of patents for licensing to pool members and non-members 

 Agreement on sharing royalty among pool members 

 Reserve funds for administering and enforcing pool patents 



Positives of Patent Pools 

 integrates complementary technologies, encourages patenting among 

prospective members of pool  

 reduces transaction costs, clears blocking patents, avoids royalty stacking 

and risk of hold-up – patent thicket 

 lowers litigation risks for pool members and licensees 

 provides stable revenues for patent holders  

 promotes practice of technologies in pool, increases products output  

 

 

 



Negatives of Patent Pool 

 difficult to negotiate and form 

 gives pool members significant market power – acts as cartel and raises 

potential competition law concerns 

 affects subsequent and concurrent innovation 

 disincentive to non-pool members to conduct R&D while pool exists for fear 

of litigation by the pool 

 increases strategic patenting by pool members, but not necessarily 

advancing innovation  



Factors Fostering Formation of Patent Pools 

 more than one party holding overlapping or interconnected key patents   

 patent thicket stifling commercialization 

 multiple patent lawsuits involving key patent holders 

 complementary patents and necessary patents required to use technologies 

 key patent holders, willingly or otherwise, contributing patents to pool 

 critical mass of potential members willing to join pool 

 



 

 

Sewing Machine Combination  

(1856-1877) 



Ten Elements of a Practical Sewing Machine 

 sewing of a lockstitch (two threads) 

 use of an eye-pointed needle (holding thread) 

 shuttle carrying a second thread 

 continuous source of thread (spools) 

 horizontal table 

 arm overhanging a table containing vertically 

positioned eye-pointed needle 

 continuous feed of the cloth (synchronized 

with the needle motion) 

 tension controls for the thread that give slack 

as needed 

 presser foot to hold the cloth in place with 

each stitch and  

 ability to sew in either straight or curved lines 

Andrew B. Jack, The Channels of Distribution for an Innovation: The Sewing-Machine Industry in 

America, 1860–1865, 9 EXPLORATIONS ENTREPRENEURIAL HIST. 113, 114 (1957) 



Elias Howe and his Sewing Machine 

 

 

 

 

 

 

            http://loc.gov/pictures/resource/cph.3a01892/  

         Elias Howe (1819 – 1867)  



Elias Howe and his Sewing Machine 
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         Elias Howe (1819 – 1867)  



Elias Howe and his Sewing Machine 

 

 

 

 

 

 

            http://loc.gov/pictures/resource/cph.3a01892/   

         Elias Howe (1819 – 1867) Introduced lockstitch using eye-pointed needle (but curved) and shuttle 

     



Ten Elements of a Practical Sewing Machine 
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 shuttle carrying a second thread 
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Elias Howe and his Sewing Machine 

 

 

 

 

 

      



Elias Howe and his Sewing Machine 

 

 

 

 

 

      



Elias Howe and his Sewing Machine 

 

 

 

 

 

      



Elias Howe and his Sewing Machine 

 

 

 

 

 

 

              Howe sewing machine 
    /w            www.machine-history.com 

  



Quest for a Functional Sewing Machine 

 Others also made improvements or improved on Howe’s sewing 

machine  

 Ultimately, the first fully functional and successful sewing machine was 

sold in 1850 – the  Singer Sewing Machine 

 But, Singer did not invent or patent these 10 elements, his machine 

combined the elements into a commercially successful sewing machine 



Sewing Machine Combination (1856-1877) 

 All sewing machines in late 1840’s and 1850’s use Howe’s lock-stitch, 

including Singer’s machine  

 In 1850, Howe began suing every manufacturer for infringement 

 By 1853, all but Singer had settled 

 1853, case against Singer tried and court upheld patent 

 Howe won the lawsuit and an injunction against Singer 

 During entire time, Singer continued to sell and improve their sewing 

machines 

 



Sewing Machine Combination (1856-1877) 

 With court judgment, the Sewing Machine Wars were on 

 Howe sued or threatened everyone, demanded $25 royalty for $65 machine 

 By mid-1850s, sewing machines sales plunged, all efforts were 

expended on litigation 

 In 1856, before a big trial, Orlando B. Potter, a lawyer for a manufacturer 

suggested settlement by combining patents into pool and cross-licensing 

 Parties were exhausted and financially strained and agreed to proposal 



Sewing Machine Combination (1856-1877) 

 Pool formed in October, 1856 with 9 complementary patents held by four 

parties covering core elements 

 Howe’s income came from licensing, not from making sewing machines 

 Members paid $15 royalty for each machine produced 

 Howe received special royalty of $5 per machine sold in US and $1 for 

exported machines   

 Balance divided among four members after Howe’s special royalty 

 Funds also reserved for administration and to enforce pool’s patents, 

lead by Potter who headed the Combination 

 

 



Sewing Machine Combination (1856-1877) 

 1860, fees decreased to $7 with Howe getting $1 for each machine 

 Combination lasted until 1877 when the last patent in pool expired 

 Howe died in 1867 a very wealthy man from royalties received 

 The same year, Singer became the top- selling sewing machine 

company 

 By 1877, when the pool terminated, Singer controlled 75% of the world 

market in sewing machines   

 

 



Nine Patents in Sewing Machine Combination 

 

 

 

 

 

 

 

 
Data from the Singer Papers, Box 225, Knight (1876), and Depew (1968). 

Patent Number Year Issued Holder 

4,750 1846 E. Howe, Jr. 

6,099 1849 C. Morey & J. Johnson (re-issued to 

Singer and Clark) 

6,439 1849 J. Bachelder 

(owned by Singer) 

7,659 1850 J. Bachelder 

(owned by Singer) 

7,776 1850 A. B. Wilson 

8,294 1851 I. M. Singer 

12,116 1854 A. B. Wilson 

12,223 1855 Conant 

16,030 1856 I. M. Singer 



 

 

Manufacturers Aircraft Association 

(1917 – 1933) 



17 December 1903, Kitty Hawk, North Carolina 

 

 

 

 

 

 

 

 The Minneapolis journal., January 02, 1904, Section 3, Page 4 



Wright Brothers US Patent for Flying-Machine 



Wright Brothers US Patent for Flying-Machine 



The Wright Brothers’ Patent Claims 

 Patent covered control system involving simultaneous use of wing 

warping and rudder to perform a controlled turn and the ability to 

maintain roll stability – any means to achieve lateral stability on a plane  

 Patent was so broad that every winged plane that flew infringed the 

patent 

 “If you jump in the air and flap your hands, the Wright Brothers will sue!” 

 



Glenn Curtiss, Wright Brothers’ Arch-Enemy 

 Glenn Curtiss was also an innovator and entrepreneur 

 Made engines, set land speed record and longest flight records  

 Patented the use of flaps (ailerons) for lateral control 

 But the Wright patent was broad enough to cover such use 

 1909, American Wright Co. was formed and it sued Curtiss 

 1913, won lawsuit against Curtiss but Wilbur died in 1912 

 Curtiss changed design but was sued over the new design 

 1915, Orville quit and sold his interest to investors, but lawsuit continued 

 



The US Government steps in 

 Airplane innovation virtually stopped in the US 

 fear of lawsuit and high royalty to Wright Bros (US$1,000 per plane) 

 Beginning of WWI in 1914, the US lagged behind Europe in airplane 

technology 

 courts in England, France and Germany limited the scope of Wright 

Brothers’ patent so airplane manufacturing and technological development 

thrived in Europe, particularly France 

 no fear of Wright Brothers lawsuits there 



The US Government steps in 

 1915, US Congress formed National Advisory Committee for Aeronautics 

for purpose of catching up with Europe in airplane technology 

 Government was principal purchaser of aircraft in the US 

 Can’t buy from American manufacturers, had to buy from the French 

 Four companies held key US airplane patents 

 But Wright Company merged with Martin Company and Curtiss 

Company merged with Burgess Company  

 By 1917, all key patents were held by the Wright and Curtiss Companies 

 

 



The US Government steps in 

 The US government found that by 1917   

 development of the aircraft industry in the United States was seriously retarded 

by the existence of a chaotic situation concerning the validity and ownership of 

important aeronautical patents 

 various companies were threatening all other airplane and seaplane 

manufacturing companies with suits for infringements of patents, resulting in a 

general demoralization of the entire trade  

 companies would not expend any money on their plants for fear that suits 

brought against them would force them out of business 

Manufacturers Aircraft Association v. the United States, 77 Ct. Cl. 481 (1933)  

 



The US Government steps in 

 Representatives of the Subcommittee for patents of the National 

Advisory Committee for Aeronautics, War and Navy Departments met 

with the manufacturers in March, 1917 

 Recommended formation of the Aircraft Manufacturers Association 

among all aircraft manufacturers and suggested cross-licensing among 

members 

 Met with Wright and Curtiss companies representatives in June 1917 

and they agreed to the arrangement (Wrights sold out in 1915) 

 



Aircraft Manufacturers Association  

 Manufacturers Aircraft Association, Inc. was incorporated under the laws 

of the State of New York on July 16, 1917 

 11 US manufacturers were parties to cross license agreement with 

Association 



Aircraft Manufacturers Association  

 Under the Agreement, the US government agreed to pay royalty to the 

association at the rate of $200 per airplane until October 1933 

 The Association retain up to 12½% for meeting its expenses of 

administering the agreement and for other purposes  

 Of the remaining 87½% 

 67½% went to Wright 

 20% went to Curtiss  



Aircraft Manufacturers Association  

 Prior to November 1933, if payment to either Wright or Curtiss reached 

$2,000,000 each, royalty dropped to $25 per plane 

 Agreement was modified for the period of war to reduce royalty from 

$200 to $100 per plane and the $2,000,000 maximum limitation applied 

only during period of war 

 With the agreement, all lawsuits terminated 

 US government started paying and US plane manufacturing increased 

 

 

 



Observations 

 Sewing Machine pool formed privately, before competition law existed 

 Airplane pool imposed by government, exigent circumstances existed 

 Factors in formation of both pools include fear of litigation by key patent 

holder and demand of high royalty payments  

 Both situations involved patent war 

 Pool ended patent war and sales picked up considerably, patent holders 

received royalties 

 Key innovators stopped innovating during patent war 



Observations for Asian Economies 

 Patents are jurisdictional 

 Litigation cultures different in Asia 

 Damage awards for patent infringement in Asia different 

 US-centric model need to be modified for Asia 

 Asian-based patent pools need to develop their own focus 
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